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MANAGEMENT DISCUSSION
AND ANALYSIS
BB WED T

The board (the “Board”) of directors (the “Directors”)
of China Shenghai Food Holdings Company Limited
(the”Company”) is pleased to announce the unaudited
consolidated interim results of the Company and
its subsidiaries (collectively, the “Group”) for the
six months ended 30 June 2017 (the “Reporting
Period”), together with the comparative figures for the
corresponding period in 2016.

BUSINESS REVIEW

The Group sell dried seafood, seafood snacks and
frozen seafood in the PRC. We also sell algae and fungi
in the PRC. The Group (i) sources high quality raw and
processed raw materials, (ii) sub-contracts processing
of the unprocessed raw materials to third parties, (iii)
packages products at its own packaging facilities or
through our sub-contractors, and (iv) sells packaged
products under its own brand “Wofan (K2)". The
Group also sells dried seafood, algae and fungi without
packaging, and sells frozen seafood at a seafood
wholesale market.

During the Reporting Period, the Group's revenue
grew approximately 35.9% from approximately
RMB226.9 million for the six months ended 30 June
2016 to approximately RMB308.3 million for the six
months period ended 30 June 2017. The Group's gross
profit and gross profit margin for the six months ended
30 June 2017 was approximately RMB79.3 million and
approximately 25.7%, respectively (Six months ended
30 June 2016: approximately RMB55.8 million and
approximately 24.6% respectively).

The Group has a comprehensive product portfolio with
different raw materials, flavouring and packaging and
consider each product to be distinctive. The Group
seeks to differentiate itself from its competitors by
providing its customers with a broad and convenient
choice of product offerings, which creates additional
opportunities to drive the overall sales.

During the Reporting Period, the Group offered 206
types of products, which comprised 95 dried seafood,
34 algae and fungi, 66 seafood snacks and 11 frozen
seafood.
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MANAGEMENT DISCUSSION
AND ANALYSIS
BB WD T

During the Reporting Period, the Group sold its
packaged products through supermarkets, trading
companies, convenience stores and other sales
channels, such as food companies, gift stores and
e-commerce retailers. The Group also sold unpackaged
products through these sales channels, as well as at
a seafood wholesale market for its frozen seafood
products.

The revenue growth of the Group during the Reporting
Period was driven by the increasing customer demand
which was supported by a corresponding increase in
supplies. The Group believe its customers choose our
products mainly based on (i) the strong historical sales
record of our products, supported by effective sales
and promotion strategies, (ii) its stable product supply,
and (iii) its large and evolving range of diverse product
offering. Specifically, the Group has demonstrated our
ability to (i) implement effective sales and promotion
efforts on its products, including the sales and
promotion teams stationed in its customers’ stores
to boost sales; and (ii) utilise favourable market
intelligence and research analysis conducted or
arranged by its customers on its products.

QUALITY CONTROL AND FOOD SAFETY

We are committed to providing safe and high quality
products to the consumers. We adhere to stringent
qguality control guidelines and conduct quality check at
various points of the entire production process, from
sourcing of raw materials to processing, packaging
and inventory storage. Our dedicated quality control
team is responsible for ensuring that we adhere to our
internal quality control procedures. As mentioned in
the Prospectus of the Company dated 30 June 2017,
we were exposed to several product quality incidents.
Last year, the Company was informed that a small
batch of food product was found to have excessive
level of lead (the “Incident”). The relevant authority
informed the Company in August 2017 that it has
decided to impose a fine of RMB50,000 together with
a levy of RMB51, being the total amount of profits
that would have been realised by the sale of the
defective products. The total sum of penalty will be
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MANAGEMENT DISCUSSION
AND ANALYSIS
BB WED T

settled by our Controlling Shareholders pursuant to
an indemnity given by them. The Company wishes to
stress that it has placed significant importance to food
safety. In particular, the Company has been engaging
a certified food inspection institute as its consultant
on food quality inspection, which has introduced
vigorous quality inspection and control over the whole
production process of the Group. The Company
will use its best endeavor to ensure that the food
quality of its products adheres to the applicable legal
requirements and industry standard.

OUTLOOK

The Group aspire to strengthen its position in the
seafood and alga industries in China. To achieve
this goal, the Group will continue to: (i) enhance our
existing customer relationships in existing and new
markets; (ii) further diversify and increase our sales
and promotion efforts; (iii) enhance our packaging
capabilities to address customer demands and
improve quality control; and (iv) source, package
and market new products that cater to changing
consumer preferences. On 18 July 2017, the Group
has successfully listed on the Main Board of the
Stock Exchange of Hong Kong Limited, and raised
approximately HK$123.3 million (after deduction of
the underwriting commissions and other related listing
expenses) for the Group future development. The
Group believed it is well positioned and equipped to
capture the opportunities in the seafood and algae
industries in China.
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MANAGEMENT DISCUSSION
AND ANALYSIS
B WET N

OPERATING RESULTS AND FINANCIAL
REVIEW

REVENUE

During the Reporting Period, the Group's revenue
grew approximately 35.9% from approximately
RMB226.9 million for the six months ended 30 June
2016 to approximately RMB308.3 million for the six
months period ended 30 June 2017, primarily due to
(a) the increase in sales volume and the increase in
the average selling prices and (b) the increasing sales
penetration of our products with existing customers.

The table below sets out a breakdown of the Group’s
revenue categorised by product types during the
Reporting Period:

REXRBER VO E

W2

RERHE - AEEMBEEEZE -
T—RNENAZTHIERNEANAR
226 9B B ILIE MBI EHE—
TE—+FERNA=ZTHIESNEANGHA
R¥308.3BEIL TEAHN(a)IHE
BRI E B R K (b)1EHINSIE
ERPNERERERF -

TREFFIXBEHRRAEEERR
Bl B0 e as

Six months ended 30 June

BZEAA=THLEAREAR

% to total % to total
revenue revenue
2017 {HELEN 2016 fhaMER
“E-tF BAak —T—RF B
RMB’000 (%)  RMB'000 (%)
AR¥ETR AREFT
Dried seafood LBEMD 156,714 50.8% 119,714 52.8%
Algae and fungi REERKBEEER 122,802 39.8% 86,334 38.0%
Seafood snacks SENET 25,456 8.3% 15,850 7.0%
Frozen seafood BERMD 3,375 1.1% 4,999 2.2%
308,347 226,897

REERMIERERAR | ZE—tHHRE
China Shenghai Food Holdings Company Limited | Interim Report 2017

8



MANAGEMENT DISCUSSION

AND ANALYSIS
EEE T wmEE DT
The table below sets forth the revenue contribution TRV AEEHEES BN RS H
from the Group's sales channels during the Reporting Rz EEL :
Period:
Six months ended 30 June
BEAA=THLAER
% to total % to total
revenue revenue
2017 {RAWRZEM 2016 [HEBKER)
—E—+F Btk —E—RF Bo
RMB’000 (%) RMB'000 (%)
AR®T R ARETT
Supermarkets Bm 158,900 51.5% 109,611 48.3%
Trading companies /NG 71,388 23.2% 46,618 20.6%
Convenience stores EFIE 15,980 5.2% 12,521 5.5%
Wholesale market for seafood iGE# 35 3,375 1.1% 4,999 2.2%
Other sales channels HifHERE 58,704 19.0% 53,148 23.4%
Food companies RmAT 23,121 7.5% 27,433 12.1%
Gift stores Bk 16,378 5.3% 11,671 5.1%
E-commerce retailers ETHKTER 16,798 5.4% 9,084 4.0%
Others Hih 2,407 0.8% 4,960 2.2%
308,347 226,897
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MANAGEMENT DISCUSSION
AND ANALYSIS
EEEEH—J- Eﬁi *ﬁ-

GROSS PROFIT AND GROSS PROFIT MARGIN

Gross profit represents our revenue less our cost of
sales, and our gross profit margin represents gross
profit divided by revenue, expressed as a percentage.

The following table sets forth the gross profit and
gross profit margin by product category for the
Reporting Period:

EFNREFNR
ENEBRBHERAN - EFERIEE
MERAY S - ABE D25 -

TREFIXWEMERERERNE D

BRI R E A%

Six months ended 30 June

BEAA=TRHLAMEA

2017 2016
—B-tF —ENE
Gross Gross
Gross profit Gross profit
profit margin profit margin
£ EF=% EM EHE
RMB’000 % RMB'000 %
ARBTR AREFTT
Dried seafood RBEm 40,216 25.7% 30,240 25.3%
Algae and fungi SHERRREEM 32,025 26.1% 20,839 24.1%
Seafood snacks BEREER 6,329 24.9% 3,514 22.2%
Frozen seafood B E R m 743 22.0% 1,182 23.6%
79,313 25.7% 55,775 24.6%
The Group's gross profit margin increased slightly by XREBHEFEKHEZE —ZF—/NF N

approximately 1.1% from approximately 24.6% for
the six months ended 30 June 2016 to 25.7% for the
six months ended 30 June 2017, mainly due to the
increase in average selling prices of the Group’s dried
seafood, algae and fungi products and seafood snacks
products.

OTHER INCOME AND OTHER GAINS

Other income and other gains represents rental
income generated from the seaweed farms located
in Xiapu, the PRC and interest income from bank
deposits.
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MANAGEMENT DISCUSSION
AND ANALYSIS
BB WED T

SELLING AND DISTRIBUTION EXPENSES

Selling and distribution expenses primarily consist of
salaries and employee benefit expenses for employees
engaging in the sales and promotion activities,
transportation expenses, advertising and promotion
expenses, rental expenses and other expenses. This
increase was primarily due to (i) an increase in salaries
as a result of an increase in the average headcounts
of the sales department as part of the change in
promotion strategy; (ii) increase in transportation
expenses. As a percentage of revenue, our selling
and distribution expenses remained relatively stable
at approximately 3.7% and 3.8% for the six months
ended 30 June 2017 and 2016, respectively.

ADMINISTRATIVE EXPENSES

Administrative expenses primarily consist of salaries
and employees benefit expenses, rental expenses,
office expenses, depreciation, listing expenses and
others. As a percentage of revenue, our administrative
expenses accounted for approximately 2.9% and 3.6%
for the six months ended 30 June 2017 and 2016,
respectively.

INCOME TAX EXPENSE

Income tax expense primarily consists of the
Enterprise Income Tax of Xiamen Wofan Foodstuff
Company Limited (“Xiamen Wofan"”) and Fujian Wofan
Foodstuff Company Limited (“Fujian Wofan"), the
applicable tax rate of which being 25%. For the six
months ended 30 June 2017 and 2016, income tax
expense were approximately RMB17.0 million and
RMB11.6 million, respectively. The effective tax rates,
calculated as the income tax expense divided by the
profit before income tax, was approximately 28.9%,
and 30.0% for the six months ended 30 June 2017 and
2016, respectively.

Pursuant to the rules and regulations of the Cayman
Islands and the British Virgin Islands (“BVI"), we are
not subject to any income tax in the Cayman Islands or
the BVI.

Hong Kong profits tax at 16.5% has not been provided
as our Group had no assessable profits arising in Hong
Kong for the six months ended 30 June 2017 and
2016.
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MANAGEMENT DISCUSSION
AND ANALYSIS
EEEEH—J- Eﬁi *ﬁ-

LIQUIDITY AND FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

CASH FLOWS

During the Reporting Period, the Group funded
its working capital and other capital requirements
principally by cash generated from our operating
activities and advances from shareholders.

NET CURRENT ASSETS

Net current assets increased from approximately
RMB152.7 million as at 31 December 2016 to
approximately RMB211.4 million as at 30 June 2017.
The increase was primarily attributable to an increase
in cash and cash equivalent of approximately RMB47.2
million which was due to the increased profits
generated from our sales of the Group's products.

CASH AND CASH EQUIVALENT AND BANK
BORROWINGS

During the Reporting Period, the Group maintained
a healthy liquidity position. As at 30 June 2017, cash
and cash equivalents of the Group was approximately
RMB157.2 million, as compared to approximately
RMB110.0 million as at 31 December 2016. The Group
has no bank borrowings as at 30 June 2017.

GEARING RATIO

As at 30 June 2017, the gearing ratio (calculated by
total debt divided by the total equity as at the end of
the year/period) of the Group remained nil as the Group
has no bank borrowings.

CAPITAL EXPENDITURES

For the six months ended 30 June 2017, the Group
had capital expenditure of approximately RMB30,000
(Six months ended 30 June 2016: Nil). The expenditure
was mainly related to the purchase of transportation
equipment.

CAPITAL COMMITMENTS
As at 30 June 2017, the Group did not have any
material capital commitments.

CONTINGENT LIABILITIES
As at 30 June 2017, the Group did not have any
material contingent liabilities or guarantees.
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MANAGEMENT DISCUSSION
AND ANALYSIS
BB WED T

PLEDGE OF ASSETS
As at 30 June 2017, the Group did not pledged any
assets.

SIGNIFICANT INVESTMENT, MATERIAL
ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES AND ASSOCIATED
COMPANIES

There was no significant investment, material
acquisition and disposal of subsidiaries by the
Company. The Group currently has no plan to make
any substantial investment in or acquisition of
capital assets, but will continue to seek out potential
investment or acquisition opportunities according to
the Group’s development needs.

EXCHANGE RISK EXPOSURE

The Group mainly operates in the PRC and most of
its operating transactions are settled in RMB. Most
of its assets and liabilities are denominated in RMB.
Although the Group may be exposed to foreign
currency exchange risks, the Board does not expect
future currency fluctuations to materially impact the
Group's operations. The Group did not adopt formal
hedging policies and no instruments have been applied
for foreign currency hedging purposes during the
Reporting Period.

INTERIM DIVIDEND

The Board did not recommend the payment of an
interim dividend for the six months ended 30 June
2017 to the shareholders.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

EER
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DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

The Company was only listed on the Stock Exchange
on 18 July 2017, no disclosure of interests or short
positions of any Directors and/or chief executives
of the Company in any shares of the Company (the
“Shares”), underlying Shares or debentures of the
Company or any of its associated corporations (within
the meaning of Part XV of the Securities and Futures
Ordinance (the “SFQO")) were made to the Company
under the provisions of Divisions 7 and 8 of Part XV of
the SFO as at 30 June 2017.

As extracted from the Prospectus, upon the
Company’s Listing on 18 July 2017, the interests and
short positions of the Directors or the chief executive
of the Company in the Shares, underlying Shares
and debentures of the Company and its associated
corporations (within the meaning of part XV of the
SFO) which would have to be notified to the Company
and the Stock Exchange pursuant to divisions 7 and
8 of part XV of the SFO (including interests and short
positions which he is taken or deemed to have under
such provisions of the SFO) or which will be required,
pursuant to section 352 of the SFO, to be recorded
in the register referred to therein or which will be
required to be notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies
contained in Appendix 10 to the Rules Governing the
Listing of Securities of the Stock Exchange (“Listing
Rules”) (“"Model Code”), will be as follows:

)

1T
RO RESFNER N

;\-l
il

ARRER-_F—tFLATNABR
BT R RZTE—tFRA=T
BB EAR B RE 5 K & R P S XV ER
557 M85 BR & X [A1 AN 2 B B8 1 (£ e
BEN IR RBEZRHITHABRA
~ A M EAREOAE (F & R E 5 L
SRGI([ B 5 R EEIR ) EXVER)
BB (TR 1) - HRR AR S E S
BENEDRIORR °

IMHEBRERERRE  RARRE=F
—tFEtA+NABLMR FF
ARAERSITBRABERRT RENE
BLE (F & R85 R ERDIEXY
2B MR - MR ESFTHEE
RIBEES M EROIEXVEET &8
D EBZA R E AR B K B X P R s B
RE (BREREESMERAINE
BRI SO AR R E (R i ek
KRB ) - IR E S M BRI
362 {5R7ARC A% 5 P i B R fitt Sl AR &
B X prRE o L AR AT L AR AN ) B
BI10AT L AR ESETESF RS
FE 2SR ([REST R DBME AR
A MR AT BRSO R T

Approximate
percentage of
shareholding

Number of Interest (%)
Name of Director Capacity/Nature of interest shares BEREN
ESgE S ERME & E B2 (%)
Mr. Liu Rongru Interest in controlled corporation/ 525,000,000 52.5%
e EJup e Long position (Note)
RmtEEeERTe (M)
Note: The entire issued share capital of Precisely Unique FizE: #$HFAERATNEIDEITRA

Limited is legally and beneficially owned by Mr. Liu
Rongru, who is deemed to be interested in the Shares
held by Precisely Unique Limited.

BBIRMELESENERER
FRMAERBESRFEFTARRA
AR A MR IR s
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CORPORATE GOVERNANCE AND OTHER INFORMATION
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INTERESTS AND SHORT POSITIONS OF THE
SUBSTANTIAL SHAREHOLDERS IN SHARES
AND UNDERLYING SHARES OF THE COMPANY
The Company was listed on the Stock Exchange on 18
July 2017, no disclosure of interests or short positions
in any Shares or underlying Shares of the Company
were made to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO as at 30 June
2017.

As extracted from the Prospectus, upon the
Company’s Listing on 18 July 2017, so far as the
Directors are aware, without taking into account the
Shares which may be issued pursuant to the exercise
of the options which may be granted under the Share
Option Scheme (as defined below), the following
persons (other than a Director or chief executive of
the Company), who had interests or short positions in
the Shares or the underlying Shares which would fall
to be disclosed under the provisions of Division 2 and
3 of Part XV of the SFO, or which would be required,
pursuant to Section 336 of the SFO, to be entered in
the register referred to therein, were as follows:

FERRRNAQR RS K EER
DR RORE

ARRER-_F—tFLATNBR
B E™  RZFE—tF A=t
BB ER B RE 5 L & RO E XV ER
F2 3P AR AR R B EBERAR
Al e B {7 S A8 BE A 10 P B0 #E 2 30O%
A& o

MERERTHE  RAQRRE_ZT
—tFEA+N\B L& RES=AR
Ao AETRRETEBRER S (E
F 5N T AR R0 8 A T
AREEITHRD - THIAL(XIFE
EFHARRBRBITRAE) R K
MR O A R IEE 5 RS R
SEXVEBEE 2 K 373 B #Y 16R SO ZR 5 FR Y
BmMRR - SRERE S LG RD
S 336 {5R7A FC A % IR AT i B R it rO 4
@ MORRE

Approximate
percentage of
shareholding

Number of  Interest (%)
Name Capacity/Nature of interest shares B IR
s 51 ERME KR E B (%)
Precisely Unique Limited Beneficial Owner (Note 1) 525,000,000 52.5%
HTBRAA] ExBmAAN/ TR (M)
Mr. Liu Rongru Interest in controlled corporation/ 525,000,000 52.5%
e EJap _Long position (Note 1)
LB ER e (HET)
Rising Case Limited Beneficial Owner (Note 2) 75,000,000 7.5%
RABEAH BAFAA/ 118 (HiE2)
Mr. Liu Tianping Interest in controlled corporation/ 75,000,000 7.5%
ZIH¥EE _Long position (Note 2)
Rt EENER T e (M)
Jiranek Investments Limited Beneficial Owner (Note 3) 75,000,000 7.5%
AR IREERLA] ERBAAN/ TR (HEE3)
Mr. Sun Shaohua Interest in controlled corporation/ 75,000,000 7.5%

BbESE Long position (Note 3)

Rzt R 17 R (HE3)
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CORPORATE GOVERNANCE AND OTHER INFORMATION
EEEARAEMER

INTERESTS AND SHORT POSITIONS OF THE
SUBSTANTIAL SHAREHOLDERS IN SHARES
AND UNDERLYING SHARES OF THE COMPANY
- continued

Notes:

1.

The entire issued share capital of Precisely Unique
Limited is legally and beneficially owned by Mr. Liu
Rongru, who is deemed to be interested in the Shares
held by Precisely Unique Limited.

The entire issued share capital of Rising Case Limited is
legally and beneficially owned by Mr. Liu Tianping, who
is deemed to be interested in the Shares held by Rising
Case Limited.

The entire issued share capital of Jiranek Investments
Limited is legally and beneficially owned by Mr. Sun
Shaohua, who is deemed to be interested in the Shares
held by Jiranek Investments Limited.

FERRRAQRRG K EER
DHEER AR - &

B &E -

1.

i3 AR AT HERTRA M
BIEAAERE RIS  BIRIE
IR AR B A IR A TR A R
h A RS -

=R ARA N2 PEBTRA M
BT A A R E RS ES  BETE
B ARREARA AR E R
b 5 s -

RENRERRARNEHMERITR
AHAREVEREREREREAR @ &
PEEEFERANANBENREGRD
AR B A -
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CORPORATE GOVERNANCE AND OTHER INFORMATION
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SHARE OPTION SCHEME

Pursuant to a resolution passed by all the shareholders
on 22 June 2017, the Company has conditionally
adopted the share option scheme (the “Share
Option Scheme”) for the purpose of recognizing
and acknowledging the contributions the eligible
participants had or may have made to the Group. The
Board may, at its discretion, grant options pursuant to
the Share Option Scheme to the Directors (including
Executive Directors, Non-executive Directors and
Independent Non-executive Directors), the directors
of the Company’s subsidiaries and employees of the
Group and any other persons (including consultants or
advisers) whom the Board considers, in its absolute
discretion, have contributed or will contribute to
the Group. The Directors were authorised to grant
options to subscribe for shares of the Company and
to allot, issue and deal with the shares pursuant
to the exercise of options granted under the Share
Option Scheme and to take all such steps as may be
necessary and/or desirable to implement and give
effect to the Share Option Scheme. The maximum
number of shares in respect of which options may be
granted under the Share Option Scheme and under
any other share option schemes of the Company must
not in aggregate exceed 10% of the total number
of shares in issue immediately following completion
of the Global Offering (as defined in the Company's
prospectus dated 30 June 2017), being 100,000,000
shares, excluding any shares that may be issued under
the options which have lapsed in accordance with the
terms of the Share Option Scheme (or any other share
option schemes of the Company), unless otherwise
approved by the shareholders of the Company in
general meeting and/or such other requirements
prescribed under the Listing Rules from time to time.

B REST 2l
BEZ2ERER_-_ZT—LtF XA
“+T-HBBMWARE  ARAIEHR
IR — TR A AT 8 ([ BB IR ST
g])  LEERFZT L&A g AR
SEELERMMNEERREALT - 1R
BERERS  ESerRNERES
(BRWITES  IFNTESREL
HITEE) ARNBERAZE
E -AEEEENEESEZENBER
BELNEEAEBEIELBRAER
EMmALT(BRERBEMIER) &
LA - ERERRER L AR E A
REBEARAKRGD - MIBEBREE
HI R EREEITEmALE - 2
TREERG » ANREREEETER
BAEREZERMEABLER
EEMN—FR - BIEBERETSI X
EREMAAR QR ERE S MR T
MIERENRSRODEE a1 T5E
HAREENRES(TEERARAH
HAE—_ET—+FA=1+HEHNRBRKRE
B)EKEEBEITRHBLEN10% -
B1100,000,000f% fx 17 + B IEE
BIEBREGTE (AR AEMEM
MR HERT B YR IR B 28 Y B A 4
Mmal BT IRD - HEERR R REREAE
BERAXE FBTHER, S ETiRE
TRESEHMBEERIN o
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CORPORATE GOVERNANCE AND OTHER INFORMATION
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SHARE OPTION SCHEME - continued

Unless otherwise approved by the shareholders of
the Company in general meeting, the number of
shares that may be granted to an eligible participant
under the Share Option Scheme and any other share
option schemes of the Company (including both
exercised and outstanding options) shall not exceed
1% of the shares in issue of the Company within any
12-month period. Any grant of options to a Director,
chief executive or substantial shareholder (as defined
in the Listing Rules) of the Company or any of their
respective associates (as defined in the Listing Rules)
is required to be approved by our independent non-
executive Directors. Unless otherwise approved
by the shareholders of the Company in general
meeting and/or such other requirements prescribed
under the Listing Rules, the number of shares that
may be granted to a substantial shareholder or any
independent non-executive Director or their respective
associates under the Share Option Scheme and
any other share option schemes of the Company
(including both exercised and outstanding options)
shall not exceed 0.1% of the shares in issue, having an
aggregate value in excess of HK$5 million, within any
12-month period.

There is no minimum period for which an option must
be held before it can be exercised, and the period
during which an option may be exercised will be
determined by the Board in its absolute discretion,
however, no options shall be exercised 10 years after
they have been granted. The subscription price of
a share in respect of a particular option shall be not
less than the highest of (a) the official closing price of
the shares on the daily quotation sheet of the Stock
Exchange; (b) the average official closing price of
the shares on the daily quotation sheet of the Stock
Exchange for the five business days immediately
preceding the date of grant; and (c) the nominal value
of a share. The Share Option Scheme shall take effect
from the date it is adopted and shall remain effective
within a period of 10 years from that date.

From the date that the Share Option Scheme became
effective and unconditional and up to the date of this
interim report, no share options were granted under
the Share Option Scheme.

BRETE - &
BRIEEARRBBRERBREARE BT
HofE - T AIRT BRI R & M A
HuARRIBERESE(BREETE
NARITEERE) N —RE5EK2H
EERHHOBRGEE © TEBBEARRQA
EEA—1{E121E A B A B TS
1% o (EARIESE - ARARSRTIT
BAEBXETERE(EER EMHRAN)
HHEMSENBHEBA(EER LT
BMADRTHBERERERMNBE L
IEHITESHE - BRIFEARAIRRE
BMEARE FBT#ENR = EHRL
SEHRTE  BRIREBRESTE RE
MEMAR R ERETE(BEET
FERRITEERE)AIRETFTEERE
SEMBILIEMITTEE R ES B/
B ANKRMDER - TEBBEMA—E
1218 A EAIM B BT MHB0.1%HE
HEEBBASETT -

BESEBREETEINLARTEN
B2 HARR - 1 B AR A 17 5 B A 7
HEFTSE2RMITRE - AW - B
BRI L10FRENSITE - BRAR
EBRENRDRBETSER T
K% (QRBRERRERMR
MBI BRDETHE : (b)ERR T B H
FIE(EZE X BB RTE R RERMER
BB 77 R FEHWTHE - Mle)ik{mE
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CORPORATE GOVERNANCE AND OTHER INFORMATION
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COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Directors recognise the importance of good
corporate governance in the management of the
Group. As a private company during the Reporting
Period, the Company was not required to comply
with the Corporate Governance Code (the “Code”)
as set out in Appendix 14 to the Listing Rules during
the Reporting Period. The Board will review and
monitor the practices of the Company for the purpose
of complying with the Code and maintaining a high
standard of corporate governance practices of the
Company.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as its
own code of conduct for dealing in securities of the
Company by the Directors. As a private company
during the Reporting Period, the Model Code was not
applicable to the Company for the six months ended 30
June 2017. However, having made specific enquiries
of all Directors, all Directors confirmed that they have
complied with the required standard of dealings as set
out in the Model Code during the Reporting Period.

AUDIT COMMITTEE

The Company established an audit committee (the
“Audit Committee”) with written terms of reference
in compliance with the Code. As at the date of
this report, the Audit Committee consists of three
members who are all the Independent Non-executive
Directors of the Company. Ms. Cheng Shing Yan has
been appointed as the chairlady of Audit Committee.

The Audit Committee has reviewed and discussed the
interim results of the Group for the six month ended 30
June 2017.

BFEERTA
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A MAEERIANS A&
SIRESTRIFTREN R HIRE

BEREES

ARAIERIEZZER([EREE
gHYERTAETHEmMBESRS
cRAREEE BERLZEeH=
AR E (B RBUIFATTES ) ERK -
WAMZTOEZERERZE S

30

ERZESEEMA AT mARERS
2T FRNA=ZTHNPHEES -

REERMIERAERAR | —E—tHHRSE
China Shenghai Food Holdings Company Limited | Interim Report 2017

19



CORPORATE GOVERNANCE AND OTHER INFORMATION
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PURCHASES, SALE AND REDEMPTION OF
LISTED SECURITIES

Since the Company was only listed on the Stock
Exchange on 18 July 2017, neither the Company
nor any of its subsidiaries has purchased, sold or
redeemed any of the Company’ s securities listed on
the Stock Exchange during the six months ended 30
June 2017.

EMPLOYEES

As at 30 June 2017, the Group had 424 full time
employees in total (31 December 2016: 390). The
Group’'s emolument policy is to remunerates its
employees based on their performance, experience
and prevailing industry practice. Competitive
remuneration package is offered to retain elite
employees. The package includes salaries, medical
insurance, discretionary bonuses, other benefits
as well as mandatory provident fund schemes
for employees in Hong Kong and state-managed
retirement benefit schemes for employees in the PRC.

HEFHERRERARAT | —F—
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME - UNAUDITED
REEBERHMEEKER - REEX

For the six months ended 30 June 2017 HE —ZE—+E,xA=+HIL~AA
(Expressed in Renminbi) (LA A R¥5I7R)

Six months ended 30 June

BEANA=ZTHLAER

2017 2016
—E—tF ZE-RF
Notes RMB’000 RMB'000
B 5E AR TR ARETT
Revenue PN 308,347 226,897
Cost of sales =k N (229,034) (171,122)
Gross profit EF 79,313 55,775
Other income and other gains E fih g A K& E b Ug & 231 153
Selling and distribution HERDIHER
expenses (11,363) (8,609)
Administrative expenses THER (9,080) (8,159)
Other expenses HiaE (334) (437)
Finance costs Bh & Bk AR - (219)
Profit before income tax  FRFTSBLATRF 5 58,767 38,504
Income tax expenses FTS BRI 6 (17,001) (11,559)
Profit for the period YNCIE 2PN 3
attributable to owners B a R
of the Company 41,766 26,945
Other comprehensive Hi2mEKRA
income
Items that may be HIgn[gEER HIEE
reclassified subsequently JEamaEE -
to profit or loss:
— Exchange differences —MEBINEFESE
arising from translation RIME X, =58
of foreign operations 576 (32)
Other comprehensive HARE At 2 U A
income for the period 576 (32)
Profit and total AREEAEBLHBHA
comprehensive income for  EFI R Z2EUKA
the period attributable to mE
owners of the Company 42,342 26,913
Earnings per share AR
~ basic and diluted (RMB) —HANEEARE) 7 0.042 0.027

The notes on pages 27 to 40 form part of this interim
financial report.
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION - UNAUDITED
FREMBMRRR - REEZX

At 30 June 2017 A=—ZE—+FNA=1+H

(Expressed in Renminbi) (LA A REFIR)

As at As at
30 June 31 December
2017 2016
RZE—tF RZZT—F
~A +=A
=+H =+—H
Notes RMB’000 RMB'000
B 7E AR¥T T AREFIT
ASSETS AND LIABILITIES ¥ERAE
Non-current assets I REBEE
Plant and equipment R K 2% A 172 196
Prepaid lease payments TENHHEFIA 154 179
Deposits paid to suppliers SEH%T/\[JWZ?ﬁﬁ 6,000 2,500
6,326 2,875
Current assets TRENEE
Inventories FE 8 29,443 31,591
Trade receivables g 5 rElRIa 9 61,966 74,533
Deposits, prepayments and &% - i‘ﬁﬁﬁwxlﬁﬁ
other receivables Hib W FHIA 10 5,316 3,649
Cash and cash equivalents fﬁiﬁzfﬁ/\’*ﬁ% 157,215 109,982
253,940 219,755
Current liabilities RBEE
Trade payables B 5 E 11 26,780 39,715
Accruals, deposits received JEtEFR - EH&ZB‘?@&
and other payables H fih FE N 5118 12 9,227 20,405
Provision for taxation TRIE B S 6,536 6,924
42,543 67,044
Net current assets REBEEZFE 211,397 152,711
Net assets FEE 217,723 155,586
CAPITAL AND RESERVES ¥ XKk f#E
Share capital e 13 2 -
Reserves B 217,721 155,586
Total equity ERETS 217,723 155,586

The notes on pages 27 to 40 form part of this interim 278 £ 5408 1M T & A BBt
financial report. BHREN—FD
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CONSOLIDATED STATEMENT OF

CHANGES IN EQUITY - UNAU
REERBER - AEEX

For the six months ended 30 June 2017 &2 —E—+F,~"A=+HIL/~#AA

(Expressed in Renminbi) (JA A R¥FI7R)

DITED

Share Share  Special Statutory Exchange Other  Retained
capital premium  reserve  reserve  reserve  reserve profits Total
Rx RoEE* BARE ieRf EXRE ReRE RERA B
RMB'000  RMB'000 RMB'000  RMB'000 RMB'000  RMB'000  RMB'000  RMB'000
ARETT ARETR ARETT ARETR ARETR ARETR ARETT ARETR
At 1 January 2016 ®20165141A 5,800 - 17,800 4,796 - - 72,642 101,038
Issue of share capital B{TRR13 (H=E1300))

(Note 13(b)) = S = = = S = =
Profit for the period AR - - - - - - 26945 26945
Other comprehensive income  Hit 2EKA

Exchange difference arising ~ #E G ERES

from translation of MERZE
foreign operation - - - - (32) = = (32)
Total comprehensive income  EiN2 AN A 25

for the period - - - - (32) - 26,945 26,913
Transfer to reserves ERDEE - - - 773 - - (773) -
Group reorganisation (Note i) £EEA (FiH3H) (5,800) - - - - 5,800 (5,800)  (5,800)
At 30 June 2016 and #2016%6 300 K

1 July 2016 2016%751A = = 17,800 5,569 (32) 5,800 93,014 122,151
Profit for the period BRER - - - - - - 34207 34,207
Other comprehensive income  Hfi 2 ENA

Exchange difference arising ~ #E /G EHkEE

from translation of HELER
foreign operation - - - - (772) - - (772)
Total comprehensive income ~ HRZERALE

for the period = = = = (772) = 34,207 33,435
Transfer to reserves ERTLHE - - - 2,331 - - 2,331) -
At 31December 2016 and ~ }42016F12831A K

1 January 2017 20171418 - - 17,800 7,900 (804) 5800 124,890 155,586
Capitalisation of shareholders iR EZAR Y

loan (Note i (FtzEi) 2 19793 - - - - - 19,79
Profit for the period iyl - - - - - - 41,766 41,766
Other comprehensive income 2 EUA

Exchange difference arising ~ #E G EHkEE

from translation of HELER
foreign operation - - - - 576 - - 576
Total comprehensive income N2 EYWAEE

for the period - - - - 576 - 41,766 42,342
Transfer to reserves ERTHE - - - - - - - -
At 30 June 2017 12017456 A30H 2 19,793 17,800 7,900 (228) 5800 166,656 217,723
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY - UNAUDITED
REEREER - REEX

For the six months ended 30 June 2017 HE2 —Z—+FxA=+HE/NEA
(Expressed in Renminbi) (LA A REFIR)

* The total of these accounts as at the reporting dates
represents “Reserves” in the consolidated statements of
financial position.

Notes:

i On 27 April 2016, New Lead Worldwide Limited (“New
Lead”) acquired 100% equity interest in Xiamen Wofan
from their shareholders at an aggregate consideration of
US$892,307 (equivalent to RMB5,800,000), which was
based on the registered capital of Xiamen Wofan. New
Lead settled such consideration by cash, which was
advanced by shareholders of the Company. The amounts
due to shareholders is included in accruals, deposits
received and other payables as at 31 December 2016
with the corresponding amount recognised as deemed
distribution to shareholders.

After the acquisition of Xiamen Wofan, the Company
became the holding company of the Group thereafter.
The amount transferred to other reserve represents the
nominal value of the share capital of Xiamen Wofan.

ii. On 22 June 2017, 200,000 Shares were allotted and
issued all credited as fully-paid to the then shareholders
of the Company, in consideration of the capitalisation
of loans in the amount of HK$22,807,359 owing by our
Company to then shareholders of the Company.

HEREBHNZERAERESRS
B EZ AR [ &

i

R-TE—RNEMA-++H - HFEE
KERAR([#FE]) BEFMRENR
RIWBEPFTREN 2 IR - 2
REARBI2,307ETL(HERARK
5,800,0007T) * JIRIEEFIAL M
MEARE o FEARR B RRBN
RIS & FHEBARE - BAKREFKE
R-ZE—RNE+-A=+—8:t A \E
ER - BUIRS R E M REA A
EREEEERERIEREDIK

RBEBEFTRER - ARRIEEKA
REENER AR - B EEMBHE
MEREERNEFTREMNRARE -

—E—+tFERAZ+ZH  ARFK
SR PE E & 2 17200,000 8% A BR 71| 1
HEMRD -  REABBARR DB
RN B AI22,807,3598 TLE R
BFRER -

The notes on pages 27 to 40 form part of this interim 27 8 £ F40 8 Wi 7 & A BfBf

financial report.
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CONSOLIDATED STATEMENT OF

CASH FLOWS - UNAUDITED

RERIRER —REEX

For the six months ended 30 June 2017 &2 —E—+F,~"A=+HIL/~#AA

(Expressed in Renminbi) (JA A R¥FI7R)

Six months ended 30 June

BEZAA=THIEAEA

2017 2016
—F—tF —T—RF
RMB’000 RMB'000
ARBT T ARETTT
Cash flows from operating activities REEZHHEFE
Profit before income tax BR P15 %51 B & A 58,767 38,504
Adjustment for: AT SIBEIEL A
Depreciation of plant and equipment B REREITE 54 62
Amortisation of prepaid lease payments &1 8 & 218 # 34 25 25
Exchange differences MR EH 576 (9)
Finance costs B R AR = 219
Interest income M EUTA (204) (123)
Operating profit before working ZEECEEATH
capital changes #8 as F| 59,218 38,678
Decrease in trade receivables B 5 W IER D 12,567 3,196
(Increase)/decrease in deposits, ®e - ENFIEREM
prepayments and other receivables FEUCRIE (32 00),/ 8 > (5,167) 2,897
Decrease/(increase) in inventories FERD,/(3Em) 2,148 (2,314)
Decrease in trade payables B S ENFIEBR D (12,935) (20,269)
Increase in accruals, deposits received JEzTER - CiEE K&
and other payables H 0 FE ST FRIBE N 7,016 156
Cash generated from operations RELEHHE 62,847 22,344
Income tax paid EfTFTSH (17,389) (12,285)
Net cash generated from operating G- )-Le:0)= 5k
activities 45,458 10,059
Cash flows from investing activities REZFEHRERE
Purchase of plant and equipment BEHRE N&E (30) -
Decrease in pledged bank deposits EEBRITERRLD - 72
Interest received B2 8 204 123
Net cash generated from investing REZEELENFHE
activities 174 195
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CONSOLIDATED STATEMENT OF
CASH FLOWS - UNAUDITED
GERENER —KEEX

For the six months ended 30 June 2017 B E —ZE—+E,xA=+HIL~AA
(Expressed in Renminbi) (A A RE5I7R)

Six months ended 30 June

BEZAA=THIEAEA

2017 2016
— B tF —E—REF
RMB’000 RMB'000

ARBT T ARETTT

Cash flows from financing activities ®EIZEHELHE

Repayment on interest-bearing TEREEER

borrowings - (9,625)
Contribution from shareholders REFE 1,601 12,392
Interest paid ERFE - (219)
Deemed distribution to shareholders BIERE D K - (5,800)

Net cash generated from/(used in) BB EHEL,(FTH)a

financing activities FHE 1,601 (3,252)
Net increase in cash and cash BeRESESEYEM

equivalents R 47,233 7,002
Cash and cash equivalents HOBRERREEEY

at beginning of the periods 109,982 73,679
Cash and cash equivalents HREERBSEEY

at end of the periods 157,215 80,681

The notes on pages 27 to 40 form part of this interim 5278 & F£40 &8 WK 5 & 7 b B Bt
financial report. FREN—Z D ©
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT

&

REZP MR E M

(Expressed in Renminbi unless otherwise indicated) (BrBHIERIN - LAARKESIR)

CORPORATE INFORMATION

The Company is a limited liability company
incorporated in the Cayman Islands on 8 January
2016 under the Cayman Islands Companies Law.
The Company's registered office is located at
Cricket Square, Hutchins Drive, P.O. Box 2681,
Grand Cayman, KY1-1111, Cayman lIslands. The
Company's principal place of business is located
at PRC.

The principal activity of the Company is
investment holding. The principal activities of
the Group are packaging and sales of seafood
products.

The Company has listed its shares on the Main
Board of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) on 18 July 2017.

The unaudited consolidated interim financial
statements have neither been audited nor
reviewed.

ARER
RKAalh=—ZE—"F—ANBR
BEREREAREZERESHET
M BERAR - KARAE
fitt #% =5 BE 2 5 Cricket Square,
Hutchins Drive, P.O. Box 2681,
Grand Cayman, KY1-1111,
Cayman Islands ° KRR EE
EG B R E o

ARANEBEHBLALR
At B0+ B 275 A m 5 K
EHESR -

ARAZBRAR B+
+\BREBBA X5 HAR A
A (MBS P ) EAR 7 -

REEZG AT T BHREAE
EZNER -
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT

&

2.

REZD MR E M

(Expressed in Renminbi unless otherwise indicated) (BrBHIERIN - LAARKESIR)

REORGANISATION AND BASIS OF
PREPARATION

In connection with the listing of the shares
of the Company on the Stock Exchange, the
Company underwent a reorganisation (the
“Reorganisation”).

Details of the Reorganisation are set out in the
section headed “History, Reorganisation and
corporate structure” to the prospectus of the
Company dated 30 June 2017 (the “Prospectus”).
The Reorganisation involved only inserting
new holding companies on top of the existing
operating company and has not resulted in any
change of economic substance. The Group
resulting from the Reorganisation is regarded as
a continuing entity as it involved combinations
of entities under common control, which were
controlled by the same controlling shareholder.
Immediately after the Reorganisation, the
Company became the holding company of its
subsidiaries now comprising the Group on 27 April
2016. Accordingly, the unaudited consolidated
interim financial statements were prepared using
the merger accounting as if the Reorganisation
had been completed and the current group
structure had always been in existence. The
unaudited consolidated statement of profit or
loss and other comprehensive income and the
unaudited consolidated statement of changes in
equity for the six months ended 30 June 2017
include the results and changes in equity of the
companies now comprising the Group from the
earliest date presented or since their respective
dates of incorporation, whichever was shorter,
as if the current group structure had been in
existence. No adjustment is made to reflect
fair values, or to recognise any new assets or
liabilities as a result of the Reorganisation.

REERMIERBER AT

2.

ERARmREE

= ESR= VNI SN R
mARRETTEAE
H]) o

BEHZFHRBHIIRARRAHA
—EEFRA=THZBRE
BOHERERDIESL 8K
NAIRE |6 - BRES RS
HMOERARZEERBEER
AlZ L @BEERTEILEE
AR E - NEBREEKRR
ER—HHEER  RRAREY
KARZES N ERE (RMERZERER
BRATES) MG 6 - ZREEA
% ARARZ=ZT—RFNA
“tEERAREENAEES
B AR AR o HItE > R
REZG APV HRRE R
ABHETRE  BUNEHAD TX
ERBEERB—EFE -8BE
—E—tFRA=THIEAEA
MARGEZGSBEMNEMER
e R MAREERGE R ES)
REERBEKANEEESEARB
REZJAPEXERSZTEN
AR RS B AR (A EE R
E)NEENESES) - HE
BRERBE—HERFE - BEFEL
AEARBRAFE - sHEHE
RIEFFHEENBE -

—E—tFHEmRE
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT

&

2.

REZP MR E M

(Expressed in Renminbi unless otherwise indicated) (BrBHIERIN - LAARKESIR)

REORGANISATION AND BASIS OF
PREPARATION - continued

The unaudited consolidated interim financial
statements for the six months ended 30 June
2017 have been prepared in accordance with
the Hong Kong Accounting Standard 34 “Interim
Financial Reporting” ("HKAS 34") issued by
the Hong Kong Institute of Certified Public
Accountants (the "HKICPA") and the applicable
disclosure provisions required by the Rules
Governing the Listing of Securities on the Stock
Exchange. The unaudited consolidated interim
financial statements and notes thereon do not
include all of the information required for full set
of financial statements and should be read in
conjunction with the accountant’s report included
in Appendix | (the “Accountant’'s Report”) to
the Prospectus, which have been prepared in
accordance with Hong Kong Financial Reporting
Standards (“HKFRSs"), which collective terms
include all applicable individual HKFRSs, Hong
Kong Accounting Standards and Interpretations
issued by the HKICPA. It was authorised for issue
on 31 August 2017.

The preparation of the unaudited consolidated
interim financial statements in conformity
with HKAS 34 requires management to make
judgments, estimates and assumptions that
affect the application of accounting policies and
reported amounts of assets, liabilities, income and
expenses on a year to date basis. Actual results
may differ from these estimates.

The HKICPA has issued several amendments to
HKFRSs that are first effective for the current
accounting period of the group. None of these
developments has had a material effect on how
the group’s results and financial position for the
current or prior periods have been prepared or
presented in this interim financial report.

The group has not applied any new standard or
interpretation that is not yet effective for the
current accounting period.

2.

ERARmREE-H

BE-ZT—TFA=THIER
il B2 REFEZARE R
RINBBEGAMAG([HES
AR AE ) B2 BB SR E
RIZE345E [ R HIF B HRE ([ &
BEETERIFE 3458 |) REE R A
&5 LR RIARE 28 AR E R
XMimed o REFEZRE DY
BHRR M EMEY EBRRET
EUBBRAFNAEER - A
FE R B2 8 — 2 TR ¥R
H(TEstimsE ) (REEE
MBREER([EEVBREE
A1) BRBLSSHAEMHE
2 B ER 2 @RI BB MR
HEA - BT AR RRER
2)—HEE  APHBBERS
RZFE—tFN\A=+—HEE
SERENE-

BEEERERUENEB LG AE
AIFEIAR A RE R IZARE B IR
BHRABELE S BRER
ARABE®RE B JTRSIRE
E - BE WAMIHHRER
MEBATENHE - FE R
& o BRERAI LR RIRMEFT
8 o

BAGHMASERMHZIEHE
M BHRELEIETE » WRA
SEEARBNSESTHEE
RER - RNZFERT RBH AR
SEERERMBER RS K
MABRERNT L

ZRER B30 A AN & A A A
AREBRE AR E QR
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT

&

3.

REZD MR E M

(Expressed in Renminbi unless otherwise indicated) (BrBHIERIN - LAARKESIR)

SEGMENT INFORMATION

OPERATING SEGMENT INFORMATION

For management purpose, the Group operates
in one business unit based on their products,
and has one reportable and operating segment:
packaging and sales of dried seafood, algae and
fungi, seafood snacks and frozen seafood. The
Executive Directors of the Company, being the
chief operating decision maker, reviews monthly
sales reports to determine the selling price
of their products and monitors the operating
results of its business unit for the purpose of
making decisions about resource allocation and
performance assessment.

INFORMATION ABOUT PRODUCTS
The revenue of the major products is analysed as
follows:

3.

2 EER

KEDBER

AEEMS @ AEREREBEEMRK
E—EXKEL - WE—EfT2
HREEDE : BREHERE
Em REEMMERER B
FEREE KBS Rm o ANA A
MAMTTESR (RS REEREK
E)BAEHHEERS - UEXE
HEREBEREREXGEMY
REXRE  BUELBEEERD
LR RBFERORE °

FRERNER
TEERNEESTAT

Six months ended 30 June
BEARA=1THLAREA

2017 2016

—E—+tHF —E—RF

RMB’'000 RMB'000

AR®T T ARET T

Dried seafood 528 E m 156,714 119,714
Algae and fungi BREEMMEEER 122,802 86,334
Seafood snacks BFREE @ 25,456 15,850
Frozen seafood B E R 3,375 4,999
308,347 226,897
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NOTES TO THE UNAUDITED INTERIM

FINANCIAL REPORT

RSB B SR M =

(Expressed in Renminbi unless otherwise indicated) (BrBHIERIN - LAARKESIR)

4. SEASONALITY OF OPERATIONS 4.
Historically, we have experienced higher sales
of our products ahead of traditional Chinese
holidays. We attempt to reduce the impact of
product seasonality by diversifying our product
offerings so that we can constantly maintain our
overall sales volume and revenue.

5. PROFIT BEFORE INCOME TAX 5.

Profit before income tax is arrived at after
charging the following:

REZEM

—HNWR  RMAEROHERE
ERPEBRANERS - KR
B Y= EmE R REmFE
R EUBR I/ EEHERK
AR IR RE K -

BR P18 B B g A
B P13 B A& A E HER 7%
I8

Six months ended 30 June
BEZEAB=1THLXEAB
2017 2016
—E-tF ZERF
RMB’000 RMB'000
ARET T AREFTT

Amortisation of prepaid lease A A E R IE
payments

Cost of inventories recognised R AR FERK A
as expenses

Research expenditure T g
Depreciation of plant and WE REBITE
equipment
Operating lease rental TN EENKEHE
in respect of: e :
— Rented premises — AR
Listing expenses EmZ
Staff costs B TR
— Salaries and wages —¥ekITE
— Retirement scheme — IRRET B

contribution

25 25
229,034 171,122
334 437

54 62

901 671
6,100 5,809
8,720 6,696
757 707
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
RS TR A B S R PR

(Expressed in Renminbi unless otherwise indicated) (BrBHIERIN - LAARKESIR)

6. INCOME TAX EXPENSE 6. FISMHBX
Income tax in the consolidated statement of profit FEEEBRKRANAERIE

or loss represents:

Six months ended 30 June
BZAA=1THILAEA
2017 2016
—E—tF CZZRF
RMB’000 RMB’'000
ARET T AR¥F T

Current tax — PRC corporate BNEAFRTE — P B b %

income tax FEH 17,001 11,559
Under the Law of the PRC on Enterprise Income BIECPRBEAZEMEFE)(T{(D
Tax (the “EIT Law"”) and Implementation ERETEY]) MAFTETFEAE R
Regulations of the EIT Law, the tax rate of the 1&B1) » AR BT E R FH)
Company's PRC subsidiaries is 25%. TREB25% °
Provision for the PRC Enterprise Income Tax REBEMABEPCEMSER (1
(“EIT") for the Reporting Period was made based XN DBERBEZBERANE
on the estimated assessable profits calculated in PEREERIBARIMNAE BTG
accordance with the relevant income tax laws, BOEDI B AR BIET E TSR G ET e
and regulations applicable to the subsidiaries ApLEMED ©
operated in the PRC.
No provision for Hong Kong Profits Tax has been HARASERRERHETELS
made as the Group had no assessable profits BEGRERTEN - At &t
arising in Hong Kong during the Reporting Period. EENESHIELBE -
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT

&

7.

REZP MR E M

(Expressed in Renminbi unless otherwise indicated) (BrBHIERIN - LAARKESIR)

EARNINGS PER SHARE 7. BRER
The calculation of basic earnings per share for BHE_T—+FA=THIEAN
the six months ended 30 June 2017 is based BANESREREBF IZEHZ —
on the profit attributable to equity shareholders T—tFANA=THIEANEAR
of the Company of RMB41,766,000 (30 June RRTERFEARGEREMNAR
2016: RMB26,945,000) and weighted average #41,766,000C( ZZE—/NF R
number of 1,000,000,000 shares during the six A=+H8: AK®26,945,000
months ended 30 June 2017 (30 June 2016: JC) * VAKX 1,000,000,000R% i 1H
1,000,000,000 shares). B EFHE(ZE—RFEAXRHA
=+H :1,000,000,000/% %15 )
The weighted average number of shares comprise OB mMEFEIHESFEN =
750,000,000 shares in issue at 30 June 2017 and E—+FRNA=ZTBHDETT
250,000,000 shares issued pursuant to the Global 750,000,000f% & 19 & B AR
Offering which took place immediately before AR —ZE—+F+ A+ N\H
the Company'’s listing of its shares on the Stock TR EMAIBE 2 EREEM
Exchange on 18 July 2017 as if the shares were EX17#) 250,000,000 % f% 15 * &
outstanding throughout the entire six months NZEROMTREBEZE_E—+tFXK
ended 30 June 2017 and 2016. —E-REXNA=THLEAREAR
G HAFE 2 B TAESD ©
There were no potential dilutive ordinary shares HREE-ZE—+FER-_FT—X
during the six months ended 30 June 2017 and FRNA=ZTHIEAEARLEE
2016 and, therefore, diluted earnings per share EgELEk  NEREERT
are the same as the basic earnings per share. EGREARZNMER o
INVENTORIES 8. ®F&
As at As at
30 June 31 December
2017 2016
—E-tF ZE—RF
NA +=A
=+H =+—H
RMB’000 RMB'000
AR®T T ARBEFT
Raw materials R 5,155 16,593
Work in progress R - -
Finished goods B an 24,288 14,998
29,443 31,591
There was no write down of inventories during the HE-_E—+ER T —NEN
six months ended 30 June 2017 and 2016. B =48 1t B 82 H T
(e

o

\
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
RS TR A B S R PR

(Expressed in Renminbi unless otherwise indicated) (BrBHIERIN - LAARKESIR)

9. TRADE RECEIVABLES 9. BEZEWRIE
As at 30 June 2017, the ageing analysis of trade R-ZZEE—+FA=1+H ' %%
receivables, based on invoice date and net of SHEWHKR RIREGENE SE
allowances of doubtful debts, is as follows: WERIEBRES D AT AT -
As at As at
30 June 31 December
2017 2016
—E2—tE —E—RE
AY: +=AR
=+H =+—H
RMB’000 RMB'000
AR¥T T ARET T
0-30 days 39,098 48,282
31-60 days 21,683 24,488
61-90 days 1,185 1,763
61,966 74,533
The Group has a policy of granting trade AREBNKREEMNEZEZEEEH
customers with credit terms of generally 30 — R AH30E90EMEEHR -
days to 90 days. All of the trade receivables are FEEFTE B S EBZEBRN —F
expected to be recovered within one year. Ak E o
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
RAEE L B B R 5 PR

(Expressed in Renminbi unless otherwise indicated) (BrBHIERIN - LAARKESIR)

10. DEPOSITS, PREPAYMENTS AND OTHER  10. izzé EAAFEREAMER

RECEIVABLES I
As at As at
30 June 31 December
2017 2016
i S
—E—+tF ZT—RF
~A +=H
=tH =+—H
RMB’'000 RMB'000
AR¥TR AR®T
Valued added tax receivables 1B FE W R IE - 240
Other deposit and receivables H ik &K ERIE 17 261
Amount due from a related party JFEUL— & BE:E /5 218
— P 135 234
Prepayments AT IR 5,114 2,864
Prepaid lease payments FEHAERKIE 50 50
5,316 3,649
Note: The balance represents a rental deposit and i : BHEARIER—EHIEN

FE(RRABEP —(IEK
PR R BIE B A A X
HE’U%H@E@&?’FE@?EH%K
R RRRERSEER - %
BRARERERREER -

rental prepayment paid to a company, which was
controlled by the spouse of Mr. Liu Rongru, one
of the controlling shareholders of the Company.
The balance was unsecured, interest-free, and
will be repayable upon the end of lease term.

All of the deposits, prepayments and other FEEFTERS BARIEREM
receivables are expected to be recovered or FE U R IE 8 1 — A UL [0 2k i 7R
recognised as expense within one year. B o

REERMIERAERAR | —E—tHHRSE
China Shenghai Food Holdings Company Limited | Interim Report 2017

25



NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
RS TR A B S R PR

(Expressed in Renminbi unless otherwise indicated) (BrBHIERIN - LAARKESIR)

11.

12.

TRADE PAYABLES

The credit terms of trade payables vary according
to the terms agreed with different suppliers,
normally 30 days. Based on the receipt of services
and goods, which normally coincided with the
invoice dates, the ageing analysis of the Group’'s
trade payables as at the end of the Reporting

Period is as follows:

11.

B2 ENRE

B RNBENEERRTEN
[F) 2 & 78 169 7€ B 1R 5K 1t B T T
[ - —ARAHI30R - Riz—Ak A
S5 A B R & AR M 8 i K
BE  fEHEEREAEEE
SRNFKIERRE DT

As at As at

30 June 31 December

2017 2016

" IS

—E—+F ZT—RF

~A +=A

=tH =+t—A

RMB’000 RMB'000

ARBT T ARETTT

0-30 days 0%230H 26,780 39,7156

The trade payables are short-term and hence the
carrying values of the Group's trade payables are
considered to be a reasonable approximation of

fair value.

ACCRUALS, DEPOSITS RECEIVED AND

OTHER PAYABLES

12.

B RNFIBREHATIE - FHit
AEBE 5 RN FIANREER
BREQNTFERIEREE

B8R BERERERHEM
FEAS IR

As at As at
30 June 31 December
2017 2016
—E—t5F —E-RF
~A +=A
=tH =+t—A
RMB’000 RMB'000
ARBT T ARTTT
Amounts due to shareholders JET AR R ZIE (M EE)
(Note) - 18,194
Accrued wages and staff benefits Bzt TE NS T1EF| 1,266 1,332
Other payables and accrual A A 5RIB
et E A 7,208 849

Other tax payables and tax H fth fE T 1618 %
surcharges HIEK & 753 30
9,227 20,405

Note:
repayable on demand.

The balances were unsecured, interest-free, and

it : ARBEAEER 28K

BIRBERKERE -
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
RAEE L B B R 5 PR

(Expressed in Renminbi unless otherwise indicated) (BrBHIERIN - LAARKESIR)

13. CAPITAL, RESERVES AND DIVIDENDS

(A) DIVIDENDS

The Board of Directors does not recommend
the payment of an interim dividend for the
six months ended 30 June 2017 (six months

ended 30 June 2016: Nil).

(B) SHARE CAPITAL

The Company was incorporated as exempted
company under the laws of the Cayman
Islands with limited liability on 8 January 2016
with authorised share capital of HK$380,000
divided into 3,800,000 shares of HK$0.10

each and issued 100 share of HK$10.

On 21 June 2017, each of the issued and
unissued shares of HK$0.1 in the share
capital of our Company was subdivided into
10 Shares of HK$0.01 each. On the same
date, the authorised share capital of our
Company was increased from HK$380,000
divided into 38,000,000 ordinary shares of
par value HK$0.01 each to HK$100,000,000
divided into 10,000,000,000 ordinary shares
of par value HK$0.01 each, by the creation of
9,962,000,000 ordinary shares of par value

HK$0.01 each.

As at 30 June 2017, our Company had an
authorised share capital of HK$100,000,000,
divided into 10,000,000,000 Shares, and an
issued share capital of HK$2,010, divided into
201,000 Shares, all fully paid or credited as

fully paid.

13. EX - EERKRE
(A) BRE

(B)

EEgU I MEEnEzEs—%
—tFRNA=1THIEKE
ARNFHEE(BEZT
—ANFERNA=THIEKNHE
A )

[N

KA ZFE—RF—AN
HiIRE R 28 8 )% 05E MK
Y EERGEERAR AT
I 7K £380,000/8 7T © o
/53,800,000 % & f%0.1078
TCHIRR (D - WEEIT100 &
108 TTH I D ©

NRZE—+FAZ+—
H ' AXAGRRAFEZR™E
BOo1ABATWBERITRERX
BITRODSPIFAEIORS
M EEO0.018 T i fn
RERB » KNARQFEER
9,962,000,000 A& & A% ™ &
0.OTEBTMEEAR - §H
& 7F B% 7K B 380,000 7 JT
(% /438,000,000 % & A% E
E0.01B Ay EBAR) 1N
Z 100,000,000 7T (9 A&
10,000,000,000 & & M& m
H0.01 B TEBAR) -

R—ZZE—+HFEXXA=+
H ' XRBHETKRAEE
100,000,000 7 7T * 9 A
10,000,000,000 A% #& 15 -
meEZETKRAB2010%5
JT 9 A201,000 A% 15 -
2 EHBR OB IARS A
BB ©
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
RS TR A B S R PR

(Expressed in Renminbi unless otherwise indicated) (BrBHIERIN - LAARKESIR)

14. MATERIAL RELATED PARTY 14. EXBEBAIRS

TRANSACTIONS

The Group entered into the following significant AEBRBREHBREIZ FAER

related party transactions during the Reporting ARt T 5

Period.

(A) NAME AND RELATIONSHIP WITH (A) BB AETEBRERBE TN
RELATED PARTIES 22EEA
During the Reporting Period, the Directors are REEEIE  EFRE K
of the view that related parties of the Group EENEE TBETIE
include the following entity: B
Name of related party Relationship
BT B8 2RES
Mr. Liu Rongru Controlling Shareholder and a Director
B850 5 1 PR REE
Xiamen Yehong Foodstuffs A company, which was controlled by the

Company Limited Controlling Shareholder’s spouse

EFEARMBR AT — B 1 AR AR R B AL (B 42 1 B 2 A
The English translation of the name is for RNERLEMH-EBE - LA
reference only. The official name of this FRIIEX B AR AL -
related party is in Chinese.

(B) SIGNIFICANT RELATED PARTY (B) EXBEBARS
TRANSACTIONS
Particulars of significant related party WEHRAERNBEB TS
transactions during the Reporting Period are HEFBERT :
as follows:

Six months ended 30 June
BEAA=1THILAEA
2017 2016
—E—tFE —ZZB—RE
RMB’000 RMB'000
ARET T ARF T

Xiamen Yehong Foodstuffs EFIEAIE &

Company Limited BR A
Cost of sales — SHE KA —

rental expense HERZ 60 1
Administrative expenses 1T

— rental expense —HERX 40 7

100 18
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
RAEE L B B R 5 PR

(Expressed in Renminbi unless otherwise indicated) (BrBHIERIN - LAARKESIR)

14. MATERIAL RELATED PARTY 14. EXBEB LIRS — &

TRANSACTIONS - continued

(B) SIGNIFICANT RELATED PARTY (B) EXBEBAIRE — &
TRANSACTIONS - continued
The Directors confirm that the above sales EEER FIMEESS)
and purchase transactions are entered into VABRME F B3 = 5 A S AV %R
with trading terms similar to those with third PARZ B IEZRET ST o
parties.

(C) KEY MANAGEMENT PERSONNEL (C) xEEEEAEFH M
REMUNERATION
Remuneration for key management personnel AREBTEEEREABHM
of the Group is as follows: (N

Six months ended 30 June
BEAB=1THLAXEAB
2017 2016
—E2-tF ZEBRF
RMB’000 RMB'000
AR Tt ARETF T

Short-term benefits 5 HAtE A 546 356
Contributions to retirement  R{REF T2 FX
benefit scheme 20 20
566 376
15. FAIR VALUE MEASUREMENT OF 15. IKEREER AAE
FINANCIAL INSTRUMENTS
The Group's major financial instruments include AEENFZc T ABREES
trade receivables, other receivables, bank FEWRIE - HAEULFRIA ~ $R1T
balances and cash, trade payables and other ERkRe  BZRERMAFBERE
payables. fth FE - R IE o
As at 30 June 2017 and 2016, all financial RZE—tEFRA=THANZE
instruments are carried at amounts not materially —~NFAAZ=Z1TH BARFES:
different from their fair values because of the BT HEIRS AR - S
immediate or short term maturity. Given the HHANBEEEEEZER - &1
nature of these balances, it is not meaningful to ELERBHOME - HEARE
estimate their fair values. BIEEE o
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
RS TR A B S R PR

(Expressed in Renminbi unless otherwise indicated) (BrBHIERIN - LAARKESIR)

16. NON-ADJUSTING EVENTS AFTER THE 16.

REPORTING PERIOD

On 18 July 2017, the Company was listed on the
Stock Exchange following the completion of its
initial public offering of 250,000,000 shares of
HK$0.01 each to investors.

The issued and fully paid up capital of the
Company was then increased to HK$10,000,000
divided into 1,000,000,000 shares of HK$0.01
each.

Eﬁ;%,ﬁﬁ BERENEFAESE
R-ZE—tF+A+N\H &R
AIRNTHRERKEE B N AFHE
250,000,000 % & 1% 0.0178 7T
BIRS D & PABE X FT 71 »

ARAaMEBTERHBERA
# % 10,000,000 B 7T © 9 A
1,000,000,000 % & }%0.01 %8 7T
HIRZD o
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REXMRAAAPLAIBZ-—_FE—LtFENPHRE

AN M IR g P)OB R B 32 BT (www.hkexnews.hk) M A 2% &) (www.xmwofan.com) 49 % > 1M
WA FTHRAUANRETAE GRS A ZF— LRI EAE > i 585 R e 3
BT I A %y Al B A AR s\ B B 22 BT A B Y A e

|

ANFEFELE G BRARHEHE KB THBHMRFER  BBHEA DEEHR
e o~ I RE & T e SRAT O TR R B S A o BDL i L -

KEXEFE
TEABERERERAFA
H 17 #EH
B

T FE—LHFENA=Z+—H

PR M H A KL F 3 H GG =4 AT EFE - I 7 Bk
2 R T TG 5 LR = 4 WL FF B AT 0 ) 2 B KR A e AR S A R
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